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April 11, 1997

Mr. Craig Brown
Common Carrier Bureau
Federal Communications Commission
1919 M Street, NW, Room 544
Washington, DC 20554

Re: Bell Companies' CEI Plans, CC Docket No. 96-128

Dear Mr. Brown:

'APR 1 1 1997

The attached ex parte letter, submitted yesterday on behalf of the Inmate Calling
Service Providers Coalition (II ICSPC II) addresses the critical issue of which functions are
properly defined as part of a Bell company's II regulated local exchange service operations II
and which functions are properly defined as part of a Bell company's II nonregulated inmate
calling service II (II ICS II) operations.

This issue of definition is critical to the pending requests for approval of CEI
Plans. If the Bell companies do not correctly identify II nonregulated ICS II functions, then
the FCC cannot determine whether a Bell Company is properly offering, under tariff, all
the network functions that support its II nonregulated ICS II operation.

Thank you for your consideration.

Respectfully submitted,

!JklJfJ(
Albert H. Kramer
Robert F. Aldrich

Attorneys for the Inmate Calling
Service Providers Coalition

RFA/nw
Attachment
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Writer', Direct Dial: 202-828-2236
[6158.008

April 10, 1997

William F. Caton, Secretary
Federal Communications Commission
1919 M Street, NW, Room 222
Vvashington, DC 20554

Re: Bell Companies' CEI Plans, CC Docket No. 96-128,
Cost Allocation Manual Revisions of:
Aliant Communications Co. AAD 97-9

Ameritech Opera"ting Cos. AAD 97-4

The Bell Atlantic 'Telephone Companies AAD 97-31
BellSouth Corporttioll AAD 97-129

GTE Telephone Operating Cos. AAO 97-8

Nevada Bell Telephone Co. AAO 97-10

NYNEX Telephone Companies AAO 97-32

Pacific Bell Telephone Co. AAO 97-12

Rochester Telephone COIV. AAO 97-14

Southwestern Bell Telephone Co. AAO 97-42

US WEST, Inc. AAD 97-18

Dear Mr. Caton:

'APR' f 1991

EX PARTE

rJlliSENIAIID~.

The Inmate Calling Service Providers Coalition ( "lCSPC") hereby replies to Bell
Atlantic's ex parte letter dated March 24, 1997 ("Bell Atlantic Letter"), regarding Bell
Atlantic's treatment of inmate collect calling. This letter should be read in conjunction
with our letter of March 19, 1997 (copy attached) on behalf of ICSPC.

This reply is necessary because, at the very end of its March 24 letter, Bell
Atlantic supplies, at long last, Sillll<; information regarding the manner in which Bell
Atlantic intends to provide inmate calling services (" reS") and the manner in which Bell
Atlantic's regulated network services will support its rcs operation. This is exactly the type
of information that Bdl Atlantic was required to, but did not, supply in its original CEl
plan three mOllths ago.
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Bell Atlantic's description of its ICS operations discloses that, in over 80% of Bell
Adantic's inmate accounts, inmate call processing is performed by the "store-and-forward
method" in dedicated "3d Party Vendor's Inmate Call Processing Equipment." See Bell
Atlantic Letter at 4, and Attachment entitled "Inmate Collect Calling." lCSPC believes
that this equipment is similar to the equipment that independent providers use for call
processing, and that Bell Atlantic's CEI Reply Comments acknowledge is also "used for
inmate call restriction, PIN identification, and rdated security controls," and is "dedicated
to specific correctional faciliities and has been classified as deregulated premises
equipment." Bell Atlantic CEl Reply at 12.

Yet, this "deregulated" equipment is used to process collect calls (i.e., validate
the call and obtain the called party's acceptance) and generate billing records for those calls.
Bell Atlantic Letter at 4, and Attachment entitled "Inmate Collect Calling." Even though
the service is clearly provided using "deregulated" equipment, Bell Atlantic. continues to
book all the costs l and; revenues (and uncollectiblcs) to its "regulated" accounts. This
approach, in which "deregulated" equipment is used to provide a service that Bell Atlantic
defincs as part of its reguJated telephone service operations, not only conflicts on its f:lcC
with Section 276 and thc·Payphone Order, but even violates the Com.nission's Dcclarat~r

Ruling on ICS equipment, issued more than a year ago. rcritiillLfur.JJ.OOjl.~\Jli.ngll~

the Inmate Calling Services PrQvidcrLIas.k..B2KC., Jlc..daLdt0~'...l~ ..!Jling, FCC 96-34, released
February 20, 1996. The lli_c1lr...~~JluJjJlg held that "equipment used to delivCl"
inmate-onl), pa)'phone services is [custQmer premises equipment ("CPE")] and must be
provided on an unbundled, unregulated basis .... " hL, j[ 26.

Bell Atlantic straightfacedly contends that this approach is "adjunct" to its
regulated network operator services, evcn though Iilltlling~---l2clLAtbmK'..s

network except transmissiQn Qf the call -- nQ operatQr processing occurs in networks; the
only invQlvement Qf the network with the call is that the call traverses the network once the
CPE-based processQr reQutpulses the call as a 1+ direct dialed long distance call.

In the first part of its letter, Bell Atlantic agrees that colkct calling is "critical" to
inmate services, but still argues that the processing of calls from inmate payphones, 11.Q

matter where it takes place, should be treated as part of II regulated network operator
service" and s~parate frrun its deregulated rcs operation. APCC's argument for treating
such call processing -- nQ matter where it takes place -- as part of deregulated rcs is fully
stated in Qur March 19 letter. As we stated there:

AccQrding tQ Bdl Atlantic, the third party vendor is paid a fee fQr the usc Qf the
equipment. Thus, it appears that Bdl Atlantic's regulated side pays, directly or indirectly,
for the caii erocessing equipment, the netwQrk usage, the validatiQn of the call, and the
billing and collection Qf the collect call charges. kL.
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[T]o allow Bell companies to leave with their regulated operations the
entire responsibility and risk associated witll inmate collect calling is to
grant the Bell companies carte blanche to continue subsidizing and
discriminating in favor of their ICS, to the detriment of ICS
competition. As discussed in ICSPC's comments, the risk of fraud
and the percentage of uncollectiblcs associated with ICS is far higher
than for other telecommunications senTices. Independent ICS
providers receive revenue only for bills actually collected and must
assume these risks because they pay the costs of transmission,
processing, validation and billing whether or not the revenue for the
call is ever collected. [CEl] Comments of the ICSPC, Att. 1 at 12.

* * *

In short, Bel! Atlantic's integration of inmate collect calling with
regulated seryices means that the Commission's CDllljl1ltCJ=---lll

safeguards, on which the Commission is relving to im!1lement Section
~. '

276, arc totall~ powerless to prevent subsidies and discrimination
favoring Bell Atlantic's inmate senrices. Those safeguards, which
attempt to prevent subsidies and discrimination in connection with
IlQllL(gl.llated activities, will be inapplicable if Bell Atlantic's regulated
side has assumed all responsibilit"y and risk associated with
transmission, processing, validation, billing and collection for the
collect calls that arc the essence of ICS.

March 19 Letter at 3-4.2 Among these safeguards arc the accollnting requirement that
uncollcctiblcs be directly assigned, to the maximum extent possible, to "regulated" and

2 Bell Atlantic is simply wrong in saying that the regulatory status of its inmate
calling sen'ice is an issue that "affects only the accounting treatment of such collect calls"
and that resolution of the issue against Bell Atlantic "would still not justify rejection of the
CEI Plan." Bell Atlantic Letter at 1. For purposes of deciding whether to approve the CEr
Plan, the FCC must be able to identif)l which operations arc correctly classified as
"nonregulated Bell Atlantic/rCS" and which operations are correctly classified as
"regulated Bell Atlantic telephone service." Othen\'ise, the FCC cannot determine
whether Bell Atlantic is properly offering under tariff, all the regulated network functions
that support its "nonregulated ICS," properly defined.

ror example, if Bell Atlantic's usc of dc-:1;cated "third party vendor equip:llent"
for call processing properly belongs to its rcs operation, rather than to its regulated

(Footnote continued)
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11 nonregulated 11 operations,3 and the CEl requirement that regulated network serviCes
supporting the deregulated rcs operation be unbundled from the rcs service, made
generally available under tariff to rcs providers, and purchased for resale by the Bell
company's own ICS operation.

ViThile Bell Atlantic finds such a "resale" requirement problematic,4 it is
fundamental to the entire concept of CEr derived from Computer III. If network services

(Footnote continued)

network service operation as Bell Atlantic has assumed, then Bell Atlantic must, at a
minimum, amend its plan to claritY what regulated transmission services, validation services,
and fraud protection information services support that equipment's nonregulated ICS call
processing and call control functions, and how much Bell Atlantic/Network intends to
charge Bell Atlantic/leS for such services. Bell Atlantic's previous responses to these
questions, such as they; were, were made under the assumption that network services
supporting that equipmenJ: were not CEl services .

•
Further, if Bdl Atlantic provides network call processing of ICS calls, and the

provIsion of collect calling service to inmates is properly defined as part of "nonregulated
rcs," then the network call processing function must be provided to thc leS as a CEl
function pmsuant to tariff, and the CEl plan must say so, so that independcnt providers
have assurance that the offering will be actually tariffed and :lctu:llly available to them if
they wish to use it.

\Vhile the Bell companies may believe that it is not "possible" at present to
directly assign to nonregulated uncollectibles from collect inmate calls processed in thcir
networks, it is indisputably possible to directly assign uncollectibles from calls processed in
dedicated equipment, which can generate its own billing records in the same manner as the
equipment used by independent ICS providers, and which thus allows the same format to
be used to track the origination of those billing records as they make their way through the
billing cycle.

Bell Atlantic Letter at 2. Bell Atlantic appears to believe that there would be
some inherent contradiction if, as a result of reselling network services, Bell Atlantic's
"deregulated" ICS operation became subject to some type of state or federal regulation as a
carrier or operator service provider. Section 276 requires that subsidies and discrimination
bc ciiminated from a Bell company's provision of lCS. However, Section 276 docs not
require that a Ben company's rcs or payphone operations be completely relieved of
regulation as ., .:arrier when they engage in carriage. Payphone service providers for

(Footnote continued)
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William F. Caton, Secretary
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are not provided under tariff for resale by the Bell company's rcs operation, the
nondiscrimination requirement ofSection 276 has no meaning.

These arguments apply a fortiori when Bell Atlantic seeks to continue to treat
dedicated non-network store-and-forward equipment as part of Bdl Atlantic's regulated
network service, because the functions of the equipment are so obviously central to Bell
Atlantic's inmate calling service operation.

RespectfLllly submitted,

>' ;' J -; / /'",/ . /
/"... / ~'j.·'I.,'

)"v'vUf .~ /y(/~{y~
Albert H. Kramer
Robert F. Aldrich

RFA/nw
Attachment

(Footnote continued)

•• Attorneys for the rnm:lte C:lliing
Service Providers CO:llition

example, still resell long distance service and may be required to refile tariffs for that service.
Qru: of the measures to implement those requirements is "deregulation," in the sense of
accounting separation of rcs and other payphone operations from regulated local exchange
operations. "Deregulation" in this sense does not necessarily preclude forms of
"regulation" that arc consistent with such accounting separation, such as rate ceilings that
many states impose on operator service rates. Such intrastate rate ceilings arc frequently
imposed on all operator service providers doing business in a state, including inmate calling
service providers. Just as BellSouth' s "nonregulated" subsidiary, BcllSouth Public
Com.municatiollS, may be subject to regulation as a payphone service provider or operator
selvice provider, so other local exchange carriers' "dereguhted" payphone and rcs
operations may be subject to such regulation, as long as the separation necessary to prevent
subsidies and discrimination is preserved.
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cc: Richard Metzger
Mary Beth Richards
Richard Welch
Carol Mattey
Ann Stevens
Blaise Scinto
Linda Kinney
Brent Olson
R.adhika Kannarkar
Michael Carowitz
Campbell Ayling
A. Kirven Gilbert
Michael Pabian
Jeffrey B. Thomas

••
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Craig Brown
Christopher Heimann
Michelle Carey
Michael Pryor
John Mulcta
Jose Rodriguez
Ken Ackerman
Deborah DuPont
Colleen Nibbe
Debbie Weber
Bill Hill
Joe 'YVatts
Dale E. Hartung
Cecelia T. Roudiez
Sandra J. Tomlinson
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DICKSTEIN SHAPIRO MORIN & OSHINSKI' LLP

2101 LStrcc! NW· Washington, DC 20037-1526
';cl (202) 785-9700· Fax (202) 887-0689

Writer's Dir<cr DUzl: 202-828-2236

r6158.003

March 19, 1997

BY COURIER

VViUiam F. Caton, Secretary

Federal Communications Commission
1919 M Street, }..TVV, Room 222
Washington, DC 20554

EX PARTE

tllliSJ3NTATI0.N

Re: Response of Inmate Calling Service Providers Co:dition to

Bdl Companics' Replics to Comments on the Bell Comp:mics'

CEll1a!l~,_CCJ)ocketl~L<:>~..20-=.l2_S_~ _

Dear Mr. Caton: •...

The Inmate CaUing Service Providers Coalition (" ICSPC") hereby responds {o
statements in the Bell companies' replies to comments on their Comp::r::bly Efllcient
Interconnection ("CEI") Plans rel"!:lrdinl' their ddlnitio:l of, :1l1d I1rovisio:1 of I\ct"\vorko .....:'I ~

support for, their nonregulated inmate oiling service ("ICS") opcr::rions

In their reply comments, most of the Bell companics have continued to evade
the most critical question raised by ICSPC in its commcnts: do d1C Bell comp:lnics ddll1e
the provision of collect calling service in confinement f.1Cilities as p:lll of their nonreguhted
res operations>l

Most of the Bdl companies' replies do address in some fashion the related but
separate question of whether the)' define CQ1UP_lDQlt ~:I~_diL-u:..<:.d to inmate oiling as
regulated or nonregulated. Most indicated they were not (at least in the future) going to
provide dedicated ~alJ contrm equipmcnt in the nccwork and chose that were said U1CY
would definc tbe equipment as nonregulated. s..~, ~g., P2.ctcl eEl plan at 11; Bell Atlantic
reply at 12 ("Equipmcnt used [or inmate c:tll restriction, PIN identific:nion, and related
securit~y controls arc dedicated to specific correction:!! facilities and has been classified as
deregulated prcmises equipmcnt"); U S WEST al 22 ("cdl conlrol equipment uniquely
associated with inmatc calling services that providcs timely PIN, and other oIl-control
functions" is being treated as deregulatcd "and is not collocHed in U S \VeST's ccntr:d
office"); Amcritech Ref'ly Comments at 3-4. Most did not squarely ~:4'{res" c:1C issuc of
whether they will provide dcdicated inmate G)Jk~lLpBx~s$jJJg~_quilLJJ)cJJl in their

(FooUlote continued)
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William F. Caton, Secretary
March 19, 1997
Page 2

As explained in rcspC's comments, collect calling is fundamental to rcs. In
most facilities with which rcspc members are familiar, collect calling is the only type of
calling that is allowed. If a Eell companies' nonregulated ICS operation is not assuming
the responsibility and risk associated with collect calling service, then it is not really
providing rcs at all. In that event, the Edl company's rcs is still being provided as a
regulated service and is still benefiting from subsidies and discrimination by the Edl
company's regulated operations, contrary to Section 276 of the Communications Act. 47
U.s.c. § 276.

. Rather than straightforwardly explaining whether they define the provlslOn of
collect calling as part of their nonregulated rcs, most of the Edl companies continue to
obfuscate dlis fundamental question in dleir repl)' commenrs. 2 Several Bell companies even
f:lil to indicate whether their nonregulated ICS operations rely on regulated network
operator facilities to perform processing of collect calls. RAther than ans:ver these
questions, several Bell co.mpanies :;eek refuge in such meaningless statements as "the entire
Plan speaks to inmate seryice." BdlSouth Repl)' at 21.

•Other Bell com!):J.nies -- Ameritech, Bell Atlantic, and NYNEX -- do ex;)ressly
state that collect calls will be "handed off" from theif nomegulated res operations to their
net:\.vork-based operator facilities, and will be "handled" by tbose nct:\.vork facilities the
SJll1e as regulated operator service calls. However, Anlentech and l'-TYNEX do ilQI clan!)'
whether these nenvork operator functions will then be resold pursuant to tariff by their
nonregulated res operations -- as is required in compJrable circumstances under
C.mllputer rll -- or whetller tlle regulated operator service will be treated as a separate
service from deregulated rCS, 'with the deregulated rCS operation perhaps receiving a
commission payment from tlle Bell company's regulated operator service revenues.
Amentech seems to say that dIe relationship \vith ·rcs will be treated, from an accounting
perspective, as if the nonregulated rcs operation were reselling nenvork operator services
purchased under tariff (Ameritech Reply at 5), but Ameritech never identifies a tariff under
which such nClwork operator services are offered to rcs providers so that tiley can be made
available on the same basis to independent res providers.

(Footnote cominued)

neL"'works. Both these issues, however, are distinct from the question of whether the Bell
companies defme coHeer cali processing, regardless of where it is performed or wlnt
facilities are used, as part of their nonregulated inmate calling ~Q: operations.

!\ compilation of tlle Bell companies' statements all this issue in their replies is
attached to th;, :-.:tter.
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Further, most of the Bell companies fail to clarifY how they intend to handle
billing and collcction of dlC collect calling charges gencrated by dlcir nonreguhted ICS
operations. If the Bell companies' nonregulated rcs ~pcrations do lim assume the
responsibility for, and the risk associated widl, collection of charges for ICS calls, then the
Bell companies' inmate services will continue to be subject to dle very subsidies and
discrimination that arc prohibited by Section 276. Of all the Betl companies, only Bell
Adantic straightforwardly addresses these points, making clear that it diti,:5 intend to
continue treating ICS as KgU~ -- an approach dut violates Section 276.

Bell Atlantic docs nQl intend for its nonregulatcd ICS operation (or any ICS
provider) to resell collect calling services purchased from Bell Atlantic's regulated side
Radler, Bell Atlantic will pay a commission to its nonregulated ICS operation or other ICS
providers for routing tlle calls to Bell Atlantic's network. The reglllated side will bor :>.\\
the risks associated with billing and collection of inmate calls. Bell Atlantjc :lt 14-.I S 3

As discussed il\ ICSPC's comments, this approach is ul1:erly contn.ry to Secuon
276. Collect calling service is not only "incidental," but CSSD1I.W to the provision of leS.
Excluding collect calling flom tlle definition of rcs i~ as absurd as excluding coin calling
from the definition of payphone service.

furthermore, to allow Bell companies to leave with their regul:'.led opeL'.lions
the entire responsibilit), :lnd risk :lssoci:lted with innl:lte collect c1l1ing is to gr:lnt the Bell
companies eme hhnchc to continue subsidizing and disCliminating in favor of their I CS,
to the detriment ofICS compeution. As discussed in ICSPC's comments, the risk of fr;HlCi
and the percentage of ullcolkctibks associated witll ICS is far higher linn for Olhu
tekcommunicauons services. Independent rcs providers receive revenue only for bills
actually collected and must assume dlese risks because they pay Ule costs of transmission,
processing, vaLidation and billing whether or not the revenue for the call is ever collected.
Comments of the ICSPC, Att. 1 at 12.

Bell Atlantic's 110megulated ICS operation, however, will not be obligate~ to
pay any of these costs. Instead, Bell Atlantic's ICS operation app3.fently will be [BKt a

Since Bell Atlantic alone has forthrightly admict<:d how it proposes to tH:al rcs,
the discussion below focuses on Bell Atlantic. However, the discussion Il1:1y be eqll2.1ly
applicable to mhcr bell companies, depending on bow the)' answer the still :1il$wered
questions regarding their treatment ofICS.

667321 . ::.eWP01 ~.St.."·;
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commission on each rcs call, which presumably will be defined as a percentage of the
revenue from collect calls routed to regulated operator services.4

In short, Bell Atb.ntic's integration of inmate collect caUing 'with regulated
services means that the Commission's Computer IIr s:lfeguards, on which the Commission
is relying to implement Section 276, arc totally powerless to prevent subsidies and
discrimination favoring Bell Atlan.tic's in.matc services. Those safeguards, which attempt to
prevent subsidies and discrimination in. connection with Il.QD.Kgulatcl activities, \\~ll be
inapplicable if Bell Atlantic's regulated side has assumed all responsibility and risk associated
wi.th transmission., processing, validation., billing and collection for the collect calls that arc
the essence oncs.s

There is no merit to the claim that such massive assumption of risk and
responsibility is permissible because rcs providers arc treated "equally" \\~tll respect to the
availability of commission paym~nts.6 First, such "equal U treatment does not crase the

Presumably, tlk comm1SSlOn arrangement \\~ll include an allowance f0r
uncollectibles. Bell Atlantic docs not indicate whetber tbe "uncollectibles U amowlt
subtracted from those commission payments will be defined Insed on the uncollcctibles
percenLage experienced by Bell Atlantic's ICS, or b:1sed on Bell Atlantic's over:dl
uncollectiblcs percentage for regulated services. The htter practice would even further
insulate Bell Atlantic's rcs f1'om any risk or responsibility associated \\~tb the scrvice.

As a further illustration of the scverc competltlvc problems aoslng from Bell
Companics' continuing to commingle rcs with other regulated operations, rcs providers
are subject to tile same intraL!\.TA operator service rate ceilings as conventional operator
service providers (" asps"), even though there arc substantial additional costs incurred in
providing rcs. These rate ceilings are often keyed to the operator service rates of tlK Bell
company and/or otller LECs. As long as the Bdl compan.i.es (and other LECs) arc able to
subsidize tlleir rcs, tlley havc insufficient incentives to differentiate their rcs rates from
their operator service rates even though such a charge would permit their own ICS
operations, as well as tlleir competitors, an opportunity for full cost recovery. Since the Bdl
companies' res operations arc not requ.ired to separately identify, and pay the costs of, ICS
uncollectiblcs, the Bell companies are insufficiently motivated to lift the unreasonable rate
ceilirrgs that currently prevail in many jurisdictions.

In any event, tile Bell companies do not recognize an obligation to provide
nondiscrimlllator)' commission payments and the Commission's ~11J1Qn~c:rdid not
expressly lmpos" ,,!Ch an obligation.

GG7321 • ::eVJP011.$t...M
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subsidies that inevitably result from commingling high-risk rcs operations with regulated
public utility services, as required by Section 276.

Second, it cannot be nondiscriminatory for a Bell company to offer an
independent rcs provider a commission payment that can be accepted ollly if the
independent provider is willing to become an agent of the Bell company's rcs, and to give
up the opportunity to provide its own rcs.

rn light of Bell Atlantic's acknowledgment tllat its regulated side impermissibly
assumes tile risk and responsibility associated with Bell Atlantic's rcs, Bell Atlantic's CEr
Plan must be rejected. Bdl Atlantic must be required to rdilc its plan after modifying its
rcs operations so tllat colkct calling is provided by its nonregulated side. If Bell Atlantic
wishes to continue using net,vork-based operator facilities to handle it inmate collect oils,
Bell Atlantic must file tariffs dut make those hmctions aV::lilabk to iL5 llonref,ulated res
and to independent rcs providns on a nondisCliminatory basis. The t:o.riff5 nHist prOVIde
that Bell Atlantic's rcs' provide;s is responsible for paying Lransmissioll, cdl processing,
billing and valid:o.tion cln'rges....

Ameritech and 1'..1YNEX should also be required to reGie their phns under the
same conditions. The other Bell companies must be required to amelld their phllS to
clarify whether their regulated operator services h?ndle allY oils from their I CS opentjons,
and if so, to make those operator functions :wailablc to their rcs and independent IeS
providers on a nondlsClimlnalOry basis, :lS discussed 3bovc

Respectfully submitted,

Albert H. Knmer
Roben: F. Aldrich

Attorneys for the Inmate Calling
Service Providers Coalition

BFA/ow
Attachment
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cc: Torn Boasberg
Jim Coltharp
Dan Gonzalez
Jim Casserly
Richard Metzger
Mary Beth Richards
Pichard Welch
Carol Mattey
Ann Stevens
Blaise Scinto
Linda Kinney
Brent Olson
R.1dhika Karmarkar

.
•

Craig Brown
Christopher Heimann
Michelle Carey
Michael Pryor
Mich:lel Caro\\r1tz
Campbell Ayling
A. Kirven Gilbert
Dale E. Hartung
Michael Pabian
Cecelia T. Roudiez
Jeffrey B. Thomas
Sandra J. Tomlinson
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ATIACHMENT

SWlUnary Of Bell Companies'
Statements RcHow~6neXGS

The replies of BeliSouth, Pacific Telesis, and US West fail to disclose whether
they define the provision of collect calling as part of nonregulated ICS, or even whether or
not dleir nonregulated ICS operations rely upon rrctwork facilitics to process colkct calls.

In its Reply, BeliSoudl states dut it considers call conu'ol and call processing
functions to be "part of dle inmate service." BeUSouth Reply at 21. But then BdlSouth
describes these functions as aspects of "inmate service call managemenL" Thus,
BeliSouth's "clarification" still manages to leavc open the question \vhether BellSouth
defines the provision of crlikcr calling service as part of its nonregulated ICS operation.

Similarly, PaciGc Telesis states dlat "'call control and call processing functions'
Qll be part of the unregulated ICS service" (Pactd Reply at 36, emphasis original) l.Jur
avoids saying whether collect call-processing ~ or 1s..nQI defined by Pacific Bell aOs part of ix.:;
unregulated ICS. .

U S VilEST's <ixplanation is even more mysterious. U:' ,V1~T provides no
explanation at aU as to how it defines lCS collect calling. Regarding operator services [KJ:

~, U S '\A/EST states:

U S WEST's inuaLATA operator services offered in cOl1l1eCriOll with
USWPS' payphones is part of US ,VEST's regubted opeLniol1s. The
manner in which U S VlEST is accounting for its payphone operations
ensures dut it is not subsidizing its payphone operations in the
provision of operator services. The Smart PAL rate includes the cost
of OIS, and US\N1)S will impute that rate to itself when it utilizes
Smart PAL service. Moreover, U S lVEST's Vendor Commission Plan
has been available to IPPs since March 1993 on dle same terms and
conditions on which it is available to US\'VPS.

US WEST Reply at 28.

Southwestern Bell appears to be dcfll1ing the provision of collect calling sel"\'ice
correcdy, as part of its non-regulated ICS operation:

SVlBT's payphone operation: do 11m: usc any nClwork-[nsed call
control and call processing functiuns. Thus, SVi'13T will not ofCcr such
services to other providers, and SWBT's CEl plan so indicates. Call
control and call processing functions arc provided by hardwarc anci
soft\li2re owned and operated exclusively by SVV13T's payphonc
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operations. This equipment is not housed in SWBT central offices but .
rather in space owned or leased soldy by SWBT payphone vperations.

SVlBT Reply at 17. However, SWBT then goes on to say that:

SWBT's rcs will make use ofSWBT's operator services, which will be
purchased from SWBT's state tariffs in the same manner that any
other rcs provider may purchase tilem.

SvV13T Reply at 17-18. Based on counsel's conversations with SVilBT, the respe
understands that tilis statement does llQ.t refer to colkct calling functions, which will be
provided in premises equipment as part of tile nonregulated rcs operation.

By contrast, Ameritech, NYNEX and Bdl Ktlantic aU indicate that tileir
nonregulated res operations dD. rdy on network operator facilities to process collect calls.
Nl'NEX states that (even tilOugh on the previous page it denies ICSPC's "mistaken
assumption that l\l)'NEX may consider its rcs to be regubted"):

when a call is. handed:off from Nl'NEX pay telephones to l\l)'NEX
Operator Services (a regulated operation), the caU will be handled as a
regulated call,' and in tLe same way as any other call handed off to
}-;x'NEX's Oper~tor Services.

NYNEX Reply at 16.

However, Ameritech and l\T\'NEX do not dearly indicate whether those operator
functions :lre then "resold" by tileir nonregulated res operations. Ameritech states:

[\V]hether in the inmate context or otherwise ... when a call is
handed off from Ameritech's pay telephones to Ameritech's operator
ser,:ices system, the call is handled as a regulated one ....

Al11er.tech Reply at 4. Ameritech adds, however, that its nOllregulated revenuc account
(Account 5280):

is debited, al1d tile regulated revel1ue account is credited for" revenues
associated with calls originating on Amcritech's nonregub.ted pay
telephones -. including calls handled by Ameritech's operator service
systems. From an accounting perspective, this h3.s the effect of
imputing regulated clurges for regulated services that arc used in the
provisiofl of nonregulated services.
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rd. at 5. This confusing statement appears to say that Ameritech's nonregulatcd rcs
operation is "reselling II its regulated operator services, but Ameritech cites no tar~ffoffering
those services to other rcs providers.

Finally, Bell Adantic categorically states dlat it:

does not presendy plan to "resell" operator services as a deregulated
service either for its inmate services or its payphone services generally.
Collect calls from inmate facilities or other locations as well as calling
card and other alternately biUed caUs will continue to be offerings of
Bell Adantic's operator services. Therefore, the risk and responsibilil~y

for performing billing validation dlrough LIDD as well as the billing
arrd collection for these calls, indudil1g anel1d.ant fraud losses and
uncollectiblcs, will remain with the operator sc[\'ice provider, as it is
today. The charges for operator service calls arc directly billed and
received by Bell Adantic's operator se[\'ices regardless of whether dle
payphone is an IPP or Bell Atlantic payphone.

Bell Atlantic Reply at 15 ..

..
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